Using firm level panel data for the years 1996-2001, covering all sectors of the economy, the impact of multinational ownership on the exit decisions of firms located in Belgium is estimated. In this analysis, I clearly distinguish for nationality of ownership, allowing for differences between firms that are foreignowned and multinationals rooted in the domestic economy. Controlling for various firm-and industry-specific factors, it is found that while foreign multinationals are more likely to shut down operations compared to national firms in both manufacturing and service sectors, domestic multinationals only exhibit significantly higher exit rates in the manufacturing industries. The analysis has important policy implications, especially in terms of the desirability of the large impact of multinational firms on employment and output generation in Belgium. JEL no. D21, F23, L20, L25
Introduction
The popular claim that production abroad has a detrimental impact on employment and exports at home is generally not confirmed by the available empirical evidence (see Lipsey (2002) for a review of this extensive literature). Within host countries, multinational firms tend to pay higher wages for given productivity levels and they are also generally found to be more efficient than local firms. Although evidence on the existence of spillovers of these effects to the domestic economy is mixed, foreign direct investment (FDI) has played a clear role in the transformation of some economies from Remark: I would like to thank Joep Konings for his valuable insights and continuous comments. I also thank Ysabel Nauwelaerts, Johan Swinnen and an anonymous referee for their suggestions. Jérôme Ferrière (Bureau Van Dijk) clarified certain questions concerning the database employed. Participants of the LICOS ITD seminar (KU Leuven) provided useful comments on an earlier version of this paper. Jan De Loecker, Stijn Vanormelingen and John Hutchinson were helpful in sorting out some issues related to the data set. Any remaining errors are naturally my own. Please address correspondence to Ilke Van Beveren, Lessius Hogeschool, Department of Business Studies, Korte Nieuwstraat 33, 2000 Antwerp, Belgium; e-mail: ilke.vanbeveren@lessius.eu exporters of agricultural goods and raw materials to exporters of manufacturing goods (Lipsey 2002) . However, in spite of all the evidence pointing to the beneficial impact of multinational firms and their operations on home and host countries' economic performance, public concerns largely remain.
One reason for these concerns is that multinationals, due to their ability to set up production abroad in a profitable way, are often considered to be "footloose"; causing them to react more swiftly to shocks and hence possibly to relocate production more rapidly than national 1 firms. This naturally raises policy concerns, particularly with respect to "foreign" multinationals, as the recent turmoil surrounding the takeover of the European steel group Arcelor by Mittal Steel has illustrated. 2 The main objective of the present paper is to determine the impact of multinational ownership on the exit decisions of firms located in Belgium. The empirical analysis links in with a small and recent literature 3 dealing with the impact of multinational ownership on exit patterns of manufacturing establishments and contributes to this literature in two important respects. First, to my knowledge, the role of ownership structure in shutdown decisions at the firm level has thus far only been considered for the manufacturing sector. Due to the extensive coverage of the database employed, I am able to extend the analysis to cover all sectors of the economy. 4 Second, this study is the first to control for the (possibly differing) impact of foreign and domestic multinational ownership on shutdown decisions at the firm level.
